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We have audited the financial statements of this local unit of government and rendered an opinion on financial statements prepared in
accordance with the Statements of the Governmental Accounting Standards Board (GASB) and the Uniform Reporting Format for
Financial Statements for Counties and Local Units of Government in Michigan by the Michigan Department of Treasury.

We affirm that:

1. We have complied with the Bulletin for the Audits of Local Units of Government in Michigan as revised

2. We are certified public accountants registered to practice in Michigan. M AR 1 »ﬁ 200; /

We further affirm the following. "Yes” responses have been disclosed in the financial statements, including fhe notes, or in the report o?
comments and recommendations LOCAL AUDIT & FINANCE DIV.

REGEIVED

You must check the applicable box for each item below.

[Yes No

1.

Certain component units/funds/agencies of the local unit are excluded from the financial statements.

DYes No 2. There are accumulated deficits in one or more of this unit's unreserved fund balances/retained eamings (P.A.
275 of 1980).

Yes |:] No 3. There are instances of non-compliance with the Uniform Accounting and Budgeting Act (P.A. 2 of 1968, as
amended).

]:]Yes No 4. The local unit has violated the conditions of either an order issued under the Municipal Finance Act or its
requirements, or an order issued under the Emergency Municipal Loan Act.

DYes No 5. The local unit holds deposits/investments which do not comply with statutory requirements. (P.A. 20 of 1943,
as amended [MCL 129.91}, or P.A. 55 of 1982, as amended [MCL 38.1132]).

D Yes No 6. The local unit has been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit has violated the Constitutional requirement (Article 9, Section 24) to fund current year earned

I___|Yes No 7. pension benefits (normal costs) in the current year. If the plan is more than 100% funded and the overfunding
credits are more than the normal cost requirement, no contributions are due (paid during the year).

DYes No 8. The local unit uses credit cards and has not adopted an applicable policy as required by P.A. 266 of T995
(MCL 129.241).

D Yes No 9. The local unit has not adopted an investment policy as required by P.A. 196 of 1997 (MCL 129.95).

To Be Not
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The letter of comments and recommendations. x

Reports on individual federal financial assistance programs (program audits). -

Single Audit Reports (ASLGU).
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INDEPENDENT AUDITOR'S REPORT

Members of the Council
Village of Frankiin, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Viliage of Franklin, Michigan, as of
and for the year ended June 30, 2004, which collectively comprise the Village's basic financial statements as
listed in the table of contents. These financial statements are the responsibility of Village of Franklin,
Michigan, management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also include assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We beiieve that our audit provides a reasonable basis for our opinions.

tn our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the Village of Franklin, Michigan, as of June 30, 2004 and the
respective changes in financial position and cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

As described in Note B, the Village has implemented a new financial reporting model, as required by the

provisions of GASB Statement No. 34, Basic Financial Statements - and Management's Discussion and Analysis - for
State and Local Governments, as of June 30, 2004.

The management's discussion and analysis and budgetary comparison information as identified in the
table of contents, are not a required part of the basic financial statements but are supplementary information
required by accounting principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the methods of measurement and

presentation of the required suppiementary information. However, we did not audit the information and express no
opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Village of Franklin, Michigan basic financial statements. The combining and individual
nonmajor fund financial statements are presented for purposes of additional analysis and are not a required part of
the basic financial statements. The combining and individual nonmajor fund financial statements have been subjected
to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

Very truly yours,

Joma tbmaght Prc

Certified Public Accountants

Bloomfield Hills, Michigan

December 22, 2004
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MANAGEMENT'S DISCUSSION AND ANALYSIS

The Village of Franklin's (the Village) management's discussion and analysis is designed to assist the reader in
focusing on significant financial issues, provide an overview of the Village's financial activity, identify changes
in the Village's financial position (its ability to address the next and subsequent years' challenges), identify
significant variances from the approved budget, and identify individual fund issues or concerns.

Using this Annual Report

The Village's annual report consists of a series of financial statements. The Statement of Net Assets and the
Statement of Activities provide information about the activities of the Village as a whole and present a longer-
term view of the Village's finances. Fund financial statements tell how these services were financed in the short-
term, as well as what remains for future spending. Fund financial statements aiso report the Viilage's operations
in more detail than government-wide financial statements.

Government-Wide Financial Statements

The government-wide financial statements consist of the Statement of Net Assets and Statement of Activities. They
are designed to be corporate-like in that all governmental and business-type funds are consolidated into columns
which add to a total for the primary government. These statements include all assets and l|iabilities using the
accrual basis of accounting. All of the current vyear's revenues and expenses are also taken into account
regardiess of timing of cash being paid or received.

The Village as a Whole

Net Assets - The Village's combined net assets were $8,245,448 at the close of the year ended June 30, 2004. This
represents an increase of $590,477 or a 8% increase from a year ago. As we look at governmental activities
separately from the business-type activities, we can see that the governmental activities net assets decreased
$64,276. This decrease was primarily the result of depreciation of governmental assets. The business-type activity
had an increase of $654,753 in net assets. A large part of this increase was from sewer capital charges for sewer
construction. The revenue from these assessments are recognized in the current year but the cost will be spread
over the life of the sewer system as depreciation.

Since this is the first year the Village has presented government-wide financial statements, comparisons to the
prior year have not been presented. In future years, when prior year information is available, a comparative
analysis of government-wide data will be included.

The following tabie reflects the condensed Statement of Net Assets for the year ended June 30, 2004:

Table 1
Statement of Net Assets
Governmental Business-Type
Activities Activity Total
ASSETS
Current and other assets $ 1,662,487 $ 3,460,826 $ 5,123,313
Capital assets 6,997,835 7,376,805 14,374,640
Total assets $ 8,660,322 § 10,837,631 $19,497,953
LIABILITIES AND NET ASSETS
Current and other liabilities $ 480,435 §$ 388,457 $ 868,892
Long term debt outstanding 5,390,000 4,993,613 10,383,613
Total liabilities $ 5,870,435 $ 5,382,070 $11,252,505
Net assets:
Invested in capital assets, net of related debt 1,402,836 2,030,737 3,433,573
Restricted 828,716 187,171 1,015,887
Unrestricted 558,335 3,237,654 3,795,989
Total net assets $ 2,780,887 $ 5,455,561 $ 8,245,448
Total liabilities and net assets $ 8,660,322 $ 10,837,631 $19,497, 953

-3-
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June 30, 2004

Unrestricted net assets are net assets that can be used to finance day to day operations. Restricted net assets of
the Village totaled approximately $1,015,000. These net assets have limitations on their use that were imposed by
restrictions such as enabling legislation, grant or bond covenants. The investment in capital assets represents the
Village's capital assets that provide services to citizens; accordingly, these assets are not available for future
spending.

The following table shows the changes in net assets for the year ended June 30, 2004:

Table 2
Changes in Net Assets
Governmental Business-Type
Activities Activity Total

Program Revenue:
Charges for services $ 1,000,929 § 297,502 $ 1,298,431
Operating grants and contributions 261,682 261,682
Capital grants and contributions 433,456 433,456

General Revenue:
Property taxes 1,693,432 545,403 2,238,835
State shared revenue 221,284 221,284
Interest income 17,078 81,514 98,592
Franchise fees 49,825 49,825
Miscel laneous 12,397 12,397
Sale of fixed assets (1,981) (1,981)
Total revenue $ 3,254,646 $ 1,357,875 $ 4,612,521

Program Expenses:
General government 476,672 476,672
Public safety 1,776,758 1,776,758
Public works 647,914 647,914
Community and economic development 31,930 31,930
Recreation and culture 121,869 121,869
Interest on long term debt 263,778 263,778
Sewer 703,122 703,122
Tota! program expenses $ 3,318,921 $ 703,122 $ 4,022,043
Increase (decrease) in net assets $ (64,276) $ 654,753 $ 590,477
Net assets - July 1, 20083 2,854,163 4,800,808 7,654,971
Net assets - June 30, 2004 $ 2,780,888 $ 5,455,561 $ 8,245,448

As shown in the above table total revenues were approximately $4.6 million, of which 48% was obtained from property

taxes, 28% for fees charged for services and 5% for state shared revenues. Total expenses were approximately $4.0
miltion, of which 44% was for public safety, 16% for public works and 18% for sewer.

Business Type Activities

The Village's business-type activities consists of the Pressure Sewer Fund. The Village provides sewer service to
approximately 600 customers. During the year the Village constructed Sewer improvements of $326,902.

The Village Funds

The analysis of the Village's major funds begins on page 9, following the government-wide financial statements. The
fund financial statements provide detail information about the most significant funds, not the Village as a whole.
The Village Council creates funds to help manage money for specific purposes as well as to show accountability for
certain activities, such as special property tax millages. The Village's major funds for 2004 include the General
Fund, Major Road Fund, Local Road Fund, Building Department and the Debt Service Fund.

The General Fund is the main operating fund of the Village. Total revenues for the year were approximately
$1,630,000. Of this revenue, 44% was from property taxes, 37% was from charges for services and 14% was from state
shared revenues. Total expenditures for the year were approximately $1,637,000. Of these expenditures, 68% was for
public safety and 28% was for general government. At June 30, 2004 the unreserved fund balance of $530,980
represented 32% of the total General Fund expenditures for the year.

The Major Road Fund accounts for the repairs, maintenance and construction of all Village major streets. The fund
batance of this fund at June 30, 2004 was $347,404.

—4-
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June 30, 2004

The Village Funds (continued)

The Local Road Fund accounts for repairs, maintenance and construction of all Village local streets. The fund
balance of this fund at June 30, 2004 was $305,494.

The Building Department Fund accounts for the collection of building permits and fees and cost of inspections. The
fund balance of this fund at June 30, 2004 was $68,184.

The Debt Service Fund is used to account for the accumulation of resources for, and the payment of, general long-
term debt principal, interest and related costs. The fund balance of this fund at June 30, 2004 was $134,493.

Genera! Fund Budgetary Highlights

Over the course of the year, the Village Council amended the budget to take into account events during the year.
State revenue sharing was amended to reflect reduced distributions from the State of Michigan. Cable T.V. revenue
and expenditures were amended to reflect projected increases. Interest income was reduced to reflect lower interest
rates. Charges for services were amended to reflect additional administration charges. Viliage Counci! expenditures
were amended to reflect wireless communications costs and water and historical committee studies. Police Department
expenditures were amended to reflect additional payroll related costs, police vehicle expenses and repairs and
maintenance. Planning and capital outlay were amended to refiect lower expenditures.

Village departments overall stayed below budget, resulting in total expenditures $27,785 below budget. In addition,
actual revenue exceeded budgeted amounts by $9,970.

Capital Asset and Debt Administration

At the end of June 30, 2004, the Village had $14,374,640 invested in a broad range of capital assets (net of
accumulated depreciation), including buildings, equipment, roads, and sewer |ines.

Major expenditures for capital asset during the year included the following:
1. Sewer System improvements - $326,902;
2. Police vehicle - $21,242;
3. Tornado siren system - $6,621.
Long-Term Debt
The Village's tota! indebtedness at June 30, 2004 was $10,941,068. No new debt was issued during the current fiscal
year. The City maintains a "AA+" rating from Standard & Poor's. Additional information on the Village's long-term

debt can be found in Note G.

Economic Factors and Next Year's Budgets and Rates

The Village's 2005 budget was prepared using various economic factors as follows:
Revenues:

Property tax rates for 2005 are as follows:
2005 2004
Mills Mills
Levied Levied

Operations:
General operations 2.8000 2.8468
Library .5000 .5000
Fire .9866 .9498
Rubbish .7100 .7286

4.9966 5.0252

Debt service:

Road and drain 1.5276 1.5798
Pressure sewer 2.1414 2.2327
Police .2402 .2605

3.9092 4.0730

Total 8.9058 9.0982

-5-
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Revenues (continued

Property tax revenues are expected to increase slightly. This is the result of new construction within the Village.
Other general revenues expected to increase include poiice protection services, police fines and interest income.
State revenue sharing is expected to reflect a reduction (when compared to historical levels).

Expenditures

Payrol| expenses are expected to increase to reflect approved wage increases and additional employees added.
Employee benefits (health insurance and retirement contributions) are expected to increase to reflect premium
increases.

The 2005 General Fund budget expects a surplus of approximately $38,300. The projected General Fund's fund balance
at June 30, 2005 is approximately $622,300 which represents approximated 45% of the General Fund expenditures for
the year.

Request for Information

This financial report is intended to provide citizens, taxpayers, customers, and investors with a general overview
of the Village's finances and to show the Village's accountability for the money it receives. |f you have any
questions or concerns about this report or need additional information, contact the Village Office, at the Village
of Franklin, 32325 Franklin, Franklin, Michigan 48025-1199.

-6-
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STATEMENT OF NET ASSETS

JUNE 30, 2004

Governmental Business-type
Activities Activity Total
Cash and cash equivalents. $ 1,541,252 $ 2,252,665 3,793,917
{ Receivables:
Customers. . 125,263 125,263
Special assessments. 874,632 874,632
Interest . 44,000 44,000
Other. . 30,977 1,046 32,023
i Agency funds . L 11,496 11,496
i Due from other governments . 25,763 163,219 188,983
. Prepaid expenses . . . . . . . . . . . . . . . 9,257 9,257
Restricted assets - cash and cash equivalents. 43,741 43,741
Capital assets, net. 6,997,835 7,376,805 14,374,640
Total assets . $ 8,660,322 $ 10,837,631 19,497,953
LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable . $ 150,362 $ 552 150,914
Accrued interest . . 70,600 49,200 119,800
Due to other governments . 1,723 1,723
Internal balances. 13,750 (13,750)
Noncurrent liabilities:
Compensated absences . 39,000 39,000
Due within one year. 205,000 352,455 557,455
Due in more than one year. 5,390,000 4,993,613 10,383,613
Total liabitities. $ 5,870,435 $ 5,382,070 11,252,505
Net assets:
Invested in capita! assets, net of related debt. . . . . . . . . . . . . 1,402,836 2,030,737 3,433,573
Restricted for:
Major and local streets. 652,898 652,898
Debt service . 63,893 63,893
Police equipment . 43,741 43,741
Other. 68,184 187,171 255,355
Unrestricted . 558,335 3,237,654 3,795,989
Total net assets. $ 2,789,887 $ 5,455,561 8,245,448
Total liabilities and net assets . $ 8,660,322 $ 10,837,631 19,497,963

7=

The attached notes are an integral part of the financial statements.
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VILLAGE OF FRANKLIN, MICHIGAN
STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2004

Program Revenues
Operating Capital
Charges for Grants and Grants and
; Functions/Programs Expenses Services Contributions Contributions
‘Primary government
Governmental activities:
General government . . . R 476,672 $ $ 4,228 $
Public safety. . = . . e e 1,776,758 994,929 7,118
Public works . . . = e 647,914 6,000 250,338
Community and economic devefopment . . . . . .. 31,930
Recreation and culture e 121,869
Interest on long term debt . . . | e 263,778
Tota! governmental activities. . . . . $ 3,318,921 $ 1,000,929 $ 261,682 $
Business-type activity:
Sewer. . . . . e e 703,122 . 297,502 433, 456
Total primary government T oL 0L U8 4,022,043 $ 1,298,430 $ 261,682 $ 433,456

General revenues:
Property taxes. .o
State shared revenues .
Interest income .
Franchise fees.
Miscellaneous . e
Special item - sale of fixed assets

Total general revenues and special items.
Changes in net assets .
Net assets - July 1, 2003 (restated).

Net assets - June 30, 2004.

The attached notes are an integral part of the financial statements.
-8-

S ——— 4——_llIlllIlI-l-lIIlllIIlllllIlllllFlIlIllIlIlllIlIlIIlE::___————————————————*ﬁ



Net (Expense) Revenue and

Changes in Net Assets

Governmental Business-type
Activities Activity Total
$ (472,446) $ $ (472,4486)
(774,712) (774,712)
(391,576) (391,576)
(31,930) (31,930)
(121,869) (121,869}
(263,778) (263,778)
$ (2,056,310) $ $ (2,056,310)
27,836 27,836
$ (2,056,310) $ 27,836 $ (2,028,474)
1,693,432 545,403 2,238,835
221,284 221,284
17,078 81,514 98,592
49,825 49,825
12,397 12,397
(1,981) (1,981)
$ 1,992,085 $ 626,917 $ 2,618,951
$ (64,276) $ 654,753 $ 590,477
2,854,163 4,800,808 7,654,971
$ 2,789,888 $ 5,455,561 $ 8,245,448




ASSETS

Cash and cash equivalents .
Receivables:
Other . . . . .

{ Due from other funds.

{ pue from other governments.

AR ALY

- GLRTIFIED PUBLIC & O

Prepaid expenses.
Restricted cash .

Total assets.

LIABILITIES AND FUND EQUITY

Liabilities:
Accounts payable.
Due to other funds.
Due to other governments.

Total liabilities .

5 Fund balances:

[T R b

Reserved for:
Debt service.
Other . e
Unreserved, reported in:
General Fund. .
Special Revenue Funds .

Total fund balances .

Total liabilities and fund equity .

VILLAGE OF FRANKLIN, MICHIGAN

BALANCE SHEET

GOVERNMENTAL FUNDS

June 30, 2004

—_—e——

Major Local
General Street Street
$ 540,217 $ 352,772 $ 345,892
13,600 3,050
14,328 2,776
7,264 11,106 7,394
9,257
43,741
$ 628,407 $ 363,878 $ 359,112
$ 44,428 $ 8,698 $ 52,618
7,776 1,000
$ 44,428 $ 16,474 $ 53,618
52,998
530,980
347,404 305,494
$ 583,978 $ 347,404 $ 305,494
$ 628,407 $ 363,878 $ 359,112

The attached notes are an integrai part of the financial statements.

e ———————————————————————
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Non-Major Total
Building Debt Governmental Governmental
Department Service Funds Funds
$ 97,019 122,658 $ 82,693 $ 1,541,252
14,067 260 30,977
11,835 1,723 30,662
25,763
9,257
43,741
$ 111,087 134,493 $ 84,676 $ 1,681,653
$ 18,762 $ 25,855 $ 150,362
24,140 32,916
1,723 1,723
$ 42,902 3 27,578 $ 185,001
134,493 134,493
52,998
530,980
68,184 57,098 778,180
$ 68,184 134,493 $ 57,098 $ 1,496,652
$ 111,087 134,493 $ 84,676 $ 1,681,653




VILLAGE OF FRANKLIN, MICH!IGAN

RECONCIL IATION OF TOTAL GOVERNMENTAL FUND BALANCE
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES

June 30, 2004

|

j?TotaI governmental fund balances. . . . . . . . . . . . . . . . . . .. .. $§ 1,496,652
|
il
|
" Amounts reported for governments! activities in the
‘! statement of net assets are different because:

Capital assets used in governmental activities are not financial
. resources, and are not reported in the governmental funds:

Governmental capital assets $7,749,435
Less accumulated depreciation (751.600) . 6,997,835

VAT

Long-term liabilities, inctuding compensated absences, are not
due and payable in the current period and are not reported in
the funds including related accrued interest. . . . . . . . . . . . . (5,704,600)

Net assets of governmental activities . . . . . . . . . . . . . . .. ... 8 2,789,887

CUERTIFIED PuBLiv Ao
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The attached notes are an integral part of the financia! statements.
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VILLAGE OF FRANKLIN, MICHIGAN

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Year Ended June 30, 2004

Major Local

i General Street Street

ﬂ Revenues:

! Taxes. e 718,823 $

J Licenses and permits . 50,575

w Federal sources. 9,132

| State sources. 223,496 135,264 99,703
*  Local sources. .

! Charges for services . 602,143

f Fines and forfejtures. 11,234

i Interest . 5,752 4,359 1,400
}[ Other . 13,049 2,344

]

|

il Total revenues . 1,634,204 $ 141,968 101,103
w

I Expenditures:

I Current:

§ General government . 467,215

Public safety. 1,107,604

g Pubiic works . e 93,910 127,253
5 Community and economic development . 31,930

o Recreation and culture .

a

i Capital outlay . 30,487

E Debt service:
v Principal payments . o

5 Interest and service charges .

b

j Total expenditures . 1,637,236 $ 93,910 127,253
j Excess of revenues over (under)

; expenditures . (3,032) $ 48,058 (26,149)
ﬁ Other financing sources (uses):

i Operating transfers in . 83,816
f Operating transfers out. (83,816)

|

“ Total other financing sources (uses) $ (83,816) 83,816
f

% Excess of revenues and other sources over

H {under) expenditures and other uses. (3,032) $ (35,758) 57,667
w

H Fund baiance - July 1, 2003. 587,010 383,162 247,827
L

" Fund balance - June 30, 2004 . 583,978 $ 347,404 305,494

The attached notes are an integral part of the financial statements.




Non-Major

Building Debt Governmental Governmental
Department Service Funds Funds
$ 444,937 $ 529,672 $ 1,693,432
386,801 437,376
9,132
458,463
15,371 15,371
602,143
11,234
3,798 1,769 17,078
27 30 15,451
$ 386,828 448,734 $ 546,842 $ 3,259,680
487,215
381,138 232,153 1,720,895
190,433 411,595
31,930
121,869 121,869
30, 487
185,000 185,000
265,878 265,878
$ 381,138 450,878 $ 544,455 $ 3,234,869
$ 5,690 (2,144) $ 2,388 $ 24,811
83,816
(83,816)
$ $ 5
$ 5,690 (2,144) $ 2,388 $ 24,811
62,494 136,637 54,710 1,471,840
$ 68,184 134,493 $ 57,098 $ 1,496,651




VILLAGE OF FRANKLIN, MICHIGAN

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2004

| Net change in fund balances - total governmental fund. $ 24,811
H

B

© Amounts reported for governments! activities in the

statement of activities are different because:
Governmental funds report capital outlays as expenditures;

; in the statement of activities, these costs are allocated

i over their estimated useful |ives as depreciation:

i
2 Expenditures for capital assets $27,863

R Less current year depreciation (298.815) (270,952)
) i

bt Governmental funds report proceeds from sale; in the statement

s of activities, only the respective gain or loss is recognized. (5,035)
a
i

g

o Compensated absences are included as a liability in governmental

E activities (200)
B Repayment of bond principal is an expenditure in the governmental

z funds, but not in the statement of activities (where it reduces

H long-term debt). 185,000
i Accrued interest is recorded in the statement of activities. 2,100

Change in net assets of governmental activities.

3$ (64,276)

The attached notes are an integral part of the financial statements.
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VILLAGE OF FRANKLIN, MICHIGAN

STATEMENT OF NET ASSETS
PROPRIETARY FUND TYPE - ENTERPRISE FUND

JUNE 30, 2004

Business-type

Activity
Pressure Sewer
Fund
ASSETS
Current assets:
Cash and cash equivalents . . . . . . . . . . . . . . ... .. ..... 8% 2,252,665
Receivabies:
Customers . .o 125,263
Special assessments . 874,632
Interest. 44,000
Others. L. 1,046
Due from other funds. 13,750
Due from other governments. 163,219
Total current assets. . . . . . . . . . . . . . . . . . ..... 8% 3,474,576
Noncurrent assets:
Capital assets, net . 7,376,805
Total assets. . . . . . . . . . . . . . . . . . ... ...... % 10,851,638t
LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable and other liabilities. . . . . . . . . . . . . . .. .. 8§ 552
Accrued interest. Lo 49,200
Current portion of long term debt . 352,455
Tota! current liabilities . . . . . . . . . . . . . . . .. ... 8 402,207
Noncurrent liabilities:
Bond payable. 4,993,613
Total liabilities . . . . . . . . . . . . . . . .. ... .... % 5,395,820
Net assets:
Invested in capital assets, net of related debt . 2,030,737
Restricted for:
Improvements . 152,781
Operations . 34,390
Unrestricted. 3,237,654
Total net assets. . . . . . . . . . . . . . . . . . . ...... 8% 5,455,561
Total liabilities and net assets. . . . . . . . . .. . . .. .. § 10,851, 381

The attached notes are an integral part of the financial statements.
-13-
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VILLAGE OF FRANKLIN, MICHIGAN

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
PROPRIETARY FUND TYPE - ENTERPRISE FUND

For the Year Ended June 30, 2004

Operating revenue:
Sewage disposal charges.
Penalties.
Miscel laneous.

Total operating revenue.
Operating expenses:

Cost of sewage treatment .
Inspection costs .

General and administrative expense .

System maintenance . .
Pump station maintenance .
Depreciation .
Professional fees.
Miscellaneous.

Total operating expenses .
Operating income (loss).

Nonoperating revenues {expenses):
Property taxes .
Capital charges.
Interest income. .
Reserve for improvements .
Interest expense . .
Reserve for operations .

Total nonoperating revenues (expenses)

Change in net assets .
Net assets - July 1, 2003 (restated).

Net assets - June 30, 2004 .

Business-type
Activity

Pressure Sewer
Fund

$ 289,797
6,449
1,255

$ 297,502

163,912
2,108
22,030
45,988
60,938
182,316
2,221
1,164

$ 480,875

$ (183,173)

545,403
398,570
81,514
34,886

(215,804)

(6,643)

$ 837,926

$ 654,753

4,800,808

$ 5,455, 561

The attached notes are an integral part of the financial statements.
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VILLAGE OF FRANKLIN, MICHIGAN

STATEMENT OF CASH FLOWS
PROPR |ETARY FUND TYPE - ENTERPRISE FUND

JUNE 30, 2004

Cash flows from operating activities:
Receipts from customers .
Payments to suppliers .

Net cash provided (used) by operating activities.

Cash flows from capital and related financing activities:
Collection of customer assessments.
Col lection of property taxes.
Reserve for improvements. . . . . .
Purchase of property and equipment.
Principal paid on capital debt.
Interest paid on capital debt
Reserve for operations.

Net cash provided (used) by capital and related financing activities

Cash flows from investing activities:
Interest income .

Net increase (decrease) in cash and cash equivalents.
Cash and cash equivalents - July 1, 2003 .

Cash and cash equivalents - June 30, 2004.

Reconciliation of operating income (loss) to net cash provide
(used) by operating activities:

Operating income (loss)

Adjustments to reconcile net income (foss) to net cash provided
by operating activities:
Depreciation and amortization .

Changes in assets and liabitities:
(Increase) decrease in receivables. .
(Increase) decrease in due from other funds Lo
Increase (decrease) in accounts payable and other liabilities .

Net cash provided (used) by operating activities.

Business-type
Activity

Pressure Sewer
Fund

$ 312,625

(343,175)

$ (30,550)

$ 516,462
545,403
26,346
(302,352)
(322,099)
(223,304)
(6,643)

$ 233,813

70,541

$ 273,804

1,978,861

$ 2,252,665

$ (183,173)

182,316

16,123
(44,895)
79

$ (30,550)

The attached notes are an integral part of the financial statements.
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Cash and cash equivalents .

i3Due from other funds.

Tota! assets.

- Due to other funds.
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Deposits payable.

Total

liabilities .

ASSETS

LIABILITIES

VILLAGE OF FRANKLIN, MICHIGAN

STATEMENT OF ASSETS AND LIABILITIES

F1DUCIARY FUNDS

June 30,

2004

Total
Trust & Agency Tax Collection Fiduciary

Fund Fund Funds
$ 259,854 $ 13,581 273,435
4,000 4,000
$ 263,854 $ 13,581 277,435
$ 1,914 13,581 15,496
261,940 261,940
$ 263,854 $ 13,581 277,435

The attached notes are an integral part of the financial statements.
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VILLAGE OF FRANKL!IN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
June 30, 2004

NOTE A - Summary of Significant Accounting Policies

The accounting policies of the Village of Franklin (the "Village") conform to accounting principlies
general ly accepted in the United States of America (GAAP) as applicable to governmental units. The
folliowing is a summary of the significant accounting policies used by the Village of Frankliin.

Reporting Entity

The Village of Franklin is governed by an elected seven-member Council. The accompanying financial
statements present the Village and its component units, entities for which the Village is considered to
be financially accountable.

Government-Wide and Fund Financial Statements

During the year the Village adopted Governmental Accounting Standards Board (GASB) Statement No. 34,
which substantially revised the financial statement presentation as described below.

The government-wide financial statements (i.e., the statement of net assets and the statement of changes
in net assets) report information on all of the nonfiduciary activities of the primary government. For
the most part, the effect of interfund activity has been removed from these statements. Governmental
activities, normally supported by taxes and intergovernmental revenues, are reported separately from
business-type activities which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include: (1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment; and (2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenue.

Separate financial statements are provided for governmental funds, proprietary funds and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. Major individual
governmental funds and major individual enterprise funds are reported as separate columns in the fund
financial statements.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements.
Revenue is recorded when earned and expenses are recorded when a liability is incurred, regardiess of the
timing of related cash flows. Property taxes are recognized as revenue in the year for which they are
levied. Grants and similar items are recognized as revenue as soon as all eligibility reguirements
imposed by the provided have been met.

Governmenta! fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenue is recognized as soon as it is both
measurable and available. Revenue is considered to be available if it is collected within the current
period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days of the end of the
current period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, expenditures relating to compensated absences, and claims
and judgments are recorded only when payment is due.

Revenues are recognized in the accounting period in which they become susceptible to accrual--that is,
when they become both measurable and available to finance expenditures of the period. Property taxes,
state-shared revenue, interest, reimbursement grants, and charges for services are considered to be
susceptible to accrual and so have been recognized as revenue of the current period. All other revenue
items are considered to be available only when cash is received by the government.

All proprietary funds are accounted for using the accrual basis of accounting. Their revenues are
recognized when they are earned, and their expenses are recognized when they are incurred.

Private-sector standards of accounting issued prior to December 1, 1989, are generally followed in both
the government-wide and proprietary fund financial statements. to the extent that those standards do not
conflict with the standards of the Governmental Accounting Standards Board. The government has elected
not to follow private-sector standards issued after November 30, 1989 for its business-type activities.

-17-
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VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANC!AL STATEMENTS (CONTINUED)
June 30, 2004

NOTE A - Summary of Significant Accounting Policies (continued)

Amounts reported as program revenue include: (1) charges to customers or applicants for goods, services
or privileges provided; (2) operating grants and contributions; and (3) capital grants and contributions,
including special assessments. internally dedicated resources are reported as general revenue rather than
as program revenue. Likewise, general revenue includes all taxes.

Governmenta!l Funds:

The Viltage reports the following major governmental funds:
General Fund

The General Fund is the government's primary operating fund. It accounts for all financial
resources of the general government, except those required to be account for in another fund.

Major Road Fund

The Major Road Fund accounts for the construction, maintenance, and repairs of al! streets
classified as "major roads” within the Village. Financing is provided primarily by State-shared gas
and weight taxes and local contributions. The fund is operated under the provisions of Michigan's
Act 51 of the Public Acts of 1951, as amended.

Local Road Fund

The Local Road Fund accounts for the construction, maintenance, and repairs of all streets
classified as "local roads" within the Village. Financing is provided primarily by State-shared gas
and weight taxes and local contributions. The fund is operated under the provisions of Michigan's
Act 51 of the Public Acts of 1951, as amended.

Building Department Fund

The Building Department Fund is a special revenue fund used to account for the coliection of
building permits and fees and costs of inspections.

Debt Service Fund

The Debt Service Fund accounts for the accumulation of financial resources for the payment of
principal and interest on the Village's general obligation debt. The Village annuailly levies ad
valorem taxes restricted for the retirement of general obligation bonds. This fund reports all ad
valorem taxes collected.

Additionally, the City reports the foliowing fund types:

Special Revenue Funds

Special Revenue Funds are used to account for the proceeds of specific revenue sources (other
than expendable trusts or major capital projects) that are legally restricted to expenditures
for specified purposes.

Propriety Fund

The Village reports the following major proprietary fund:

Pressure Sewer Fund

The Pressure Sewer Fund accounts for the operation, maintenance and distribution of the sewage
systems administered by Oakland County.

Proprietary funds distinguish operating revenue and expenses from nonoperating items. Operating
revenue and expenses generally result from providing services in connection with a proprietary
fund's principal ongoing operations. The principal operating revenue of the Pressure Sewer Fund
relates tc charges to customers for sales and services. The portion intended to recover the cost of
the infrastructure is recognized as nonoperating revenue. Operating expenses for proprietary funds
include the costs of sales and services, administrative expenses, and depreciation on capital
assets. All revenue and expenses not meeting this definition are reported as nonoperating revenue
and expenses.

-18-
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VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2004

NOTE A - Summary of Significant Accounting Policies {continued)

Fiduciary Funds

Agency Funds

Agency Funds are used to account for assets held by the Village as an agent for individuals, private
organizations, other governments and/or other funds. The funds are custodial in nature (assets equal
liabilities) and do not involve measurement of resulits of operations.

Property Taxes

Property taxes are levied on each July 1 on the taxable valuation of property as of the preceding
December 31. Taxes are considered delinquent on September 1, at which time penaities and interest are
assessed.

The 2003 taxabie valuation of the Village, assessed as of December 31, 2002, totaled $243,147,440, and is
used for the July 1, 2008 tax bills; this resulted in property tax revenue as follows:

Mills Property

Operations Levied Taxes

General operations 2.8468 . $692,192
Library .5000 121,573
Fire .9498 230,941
Rubb ish .7286 177,157

Debt Service

Road and drain 1.5798 384,124
Pressure sewer 2.2327 542,875
Police .2605 63,340

Assets, Liabilities, and Net Assets or Equity

Cash_and Investments

Deposits are carried at cost and consist of cash on hand, checking accounts, and investments in mutual
funds.

For purposes of the Statement of Cash Flows, the Viilage considered cash deposits and certificates of
deposits with a maturity of three months or less when purchased to be cash equivalents.

Interfund Receivables and Payables

In general, outstanding balances between funds are reported as "due to/from other funds" on the balance
sheet. Any residual balances outstanding between the governmental activities and the business-type
activities are reported in the government-wide financial statements as "internal balances".

Receivables

All trade and property tax receivables are considered fully collectible by the Viilage. No provision has
been made in the financial statements for noncollection.

Prepaid |tems

Certain payments to vendors reflect costs applicable to future years and are reccrded as prepaid items in
both government-wide and fund financial statements.

Restricted Assets

Certain revenues of the enterprise funds require amounts to be set aside for debt service principal and
interest, operations and maintenance, and improvements and replacement of the water system. These amounts
have been classified as restricted assets.
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VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANC!AL STATEMENTS (CONTINUED)
June 30, 2004

NOTE A - Summary of Significant Accounting Policies (continued)

Capital Assets

Capital assets, which include land, buildings, buiiding improvements, vehicles, furniture, machinery and
equipment and infrastructure are reported in the applicable governmental or business-type activities
column in the government-wide financia! statements. Capital assets are defined by the government as
assets with an initial individual cost of more than $1,000. Such assets are recorded at historical cost
or estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the date of donation.

Infrastructure assets are long-lived capital assets that normally can be preserved for a significantly
greater number of year than most capital assets.

Capital assets that are being depreciated are reported net of accumulated depreciation in the statement
of net assets. Capital assets that are not being depreciated, such as land, are reported separately.

Capital assets are depreciated over their estimated useful lives. Depreciation expense is reported in the
statement of activities by allocating the net cost over the estimated useful life of the assets.

| Depreciation of all exhaustible fixed assets used by propriety fund types is charged as an expense
i against their operations. Accumulated depreciation is reported on proprietary fund type balance sheets.
j Depreciation has been provided over the estimated useful lives.

5 Property, plant and equipment is depreciated using theAstraight—line method over the following useful

lives:
= Years
Land Improvements 10
Sewer System 50
Buildings and Improvements 10-50
Vehicles 6
7 Machinery and Equipment, Furniture 5-20
- Roads 25
2 Storm Drainage 40

Compensated Absences (Sick and Vacation lLeave)

= Sick pay earned are recognized in the governmental financial statements when they are paid. The long-term
- portion of compensated absences related to governmental funds is a liability recorded in the Statement of
Net Assets.

= Long-Term Obligations

Long-term debt is recognized as a liability of a governmental fund when due, or when resources have been
accumulated in the Debt Service Fund for payment early in the following year. For other long-term
obligations, only that portion expected to be financed from expendable available financial resources is
reported as a fund liability of a governmental fund. The remaining portion of such obligations is
reported in the Statement of Net Assets. Long-term liabilities expected to be financed from proprietary
fund operations are accounted for in those funds. For proprietary fund types, bond premiums and
discounts, as well as issuance costs, are deferred and amortized over the life of the bonds using the
effective interest method. Bonds payable are reported net of the applicable bond premium or discount and
net of any deferred charges on bond refundings. Issuance costs are reported as deferred charges.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts that
are not availabie for appropriation or are legally restricted by outside parties for use for a specific
purpose. Designations of fund balance present tentative management plans that are subject to change.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenue and expenses during the period.
Actual results could differ from those estimates.
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NOTE B -

NOTE C -

VILLAGE OF FRANKLIN, MICHIGAN
NOTES TQO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2004

Accounting and Reporting Changes

GASB 34

In June 1999, the Governmenta! Accounting Standards Board (GASB) issued Statement No. 34, Basic Financial
Statements - and Management's Discussion and Analysis - For State and Local Governments. The Village of
Frank!in has applied the provisions of this statement in the accompanying financia! statements (inciuding
the notes to financial statements). The Village has elected to implement the general provisions of the
statement in the current year, but did not elect to retroactively report infrastructure. Certain
significant changes in the statement include the following:

1. A management's discussion and analysis (MD&A) section providing an analysis of the Village's overall
financial position and results of operations.

2. Financial statements prepared using full accrual accounting for all of the Village's activities.
3. A change in the fund financial statements to focus on the major funds.

4. Capita! assets at July 1, 2003 previously reported in the General Fixed Assets Account Group have
been adjusted by approximately $12,624,594 to reflect the historical cost of the Village's capital
assets at that date.

5. The governmental activities column includes bonds and other long-term obiigations totaling $5,634,000
previously reported in the General Long-Term Debt Account Group.

6. According to GASB 34 it is necessary to review current fund types to new fund types. It was
determined that sewer debt service activity previously accounted for in the Debt Service Fund should
be reported in the Pressure Sewer Fund. |t was also determined that the Pressure Sewer Fund be
converted from a capital projects fund to an enterprise fund. Net assets of the Pressure Sewer Fund
at the beginning of the year were restated by approximately $2,649,000.

Stewardship, Compliance, and Accountability

Budgetary Information

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for the
Genera! and Special Revenue Funds. All annual appropriations lapse at year end. The Village's
appropriation resolution is generally passed during the May preceding the year in which the planned
expenditures relate. Subsequent amendments are made to avoid unfavorable variances from the original
budget. Related resolutions are made to state the purpose and amount of the changes. The Village Clerk
has the responsibility to enforce the budget. Unused appropriations do not carry forward to the next
year .

The budget document presents information by fund, function, department and |ine items. The legal level
(the level at which expenditures may not legally exceed appropriations) of budgetary control adopted by
the board is at the department (activity) level.

The Village Council must approve budget amendments at the activity level and suppiemental appropriations,
which affect total fund expenditures. The Clerk can transfer appropriations between line items within a
department or activity without governing body approval.

Suppiemental appropriations were necessary during the year, which increased total expenditures.

Amounts encumbered for purchase orders, contracts, etc., are not tracked during the year. Budget
appropriations are considered to be spent once the goods are delivered or the services rendered.

P.A. 2 of 1968 as amended, provides that a local unit shall not incur expenditures in excess of the
amount appropriated in budget resolutions of the governing body.

Excess of Expenditures Over Appropriations in Budgeted Funds

During the year, the Village of Frank!in did not incur expenditures in certain budgeted funds which were
significantly in excess of the amounts appropriated.
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VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2004

NOTE D - Deposits and Investments

Michigan Compiied Laws, Section 129.91, authorizes the Village to make deposits and invest in the
accounts of federally insured banks, credit unions, and savings and loan associations which have an
office in Michigan. The Township is allowed to invest in bonds, securities and other direct obligations
of the United States or any agency or instrumentality of the United States; United States government or
federal agency cobiigations; repurchase agreements; bankers' acceptance of United States banks; commercial
paper rated within the two highest classifications which mature not more than 270 days after the date of
purchase; obligations of the State of Michigan or its political subdivisions which are rated as
investment grade; and mutual funds composed of investment vehicles which are legal for direct investment
by local units of government in Michigan.

The Village has designated various banks for the deposit of Village funds. The treasurer keeps a list of
approved banks. The investment policy adopted by the board in accordance with Public Act 196 of 1997 has
authorized investment in bonds and securities of the United States government, bank accounts and CDs,
repurchase agreements, investment pools organized under the local government investment pool act,
commercial paper rated within the two highest classifications, and bankers' acceptance of United States
banks, but not the remainder of State statutory authority as listed above.

The Village of Franklin's deposits and investment policy are in accordance with statutory authority and
the investment policy of the Viliage. At the end of the year, the carrying amount of the Village's
deposits were $439,335 (reconciled), the unreconciled bank balance was $414,145, of the deposits $100,000
was covered by federal depository insurance. Cash deposits are not collateral ized.

The Village believes that due to the dolliar amounts of cash deposits and the {imits of FDIC insurance, it
is impractical to insure all bank deposits. As a result, the Village evaluates each financial institution
with which it deposits Village funds and assesses the level of risk of each institution; only those
institutions with an acceptable estimated risk level are used as depositories.

During the period of tax collection (July-February), cash deposits held by the Village may significantly
exceed the amounts as of the balance sheet date.

At year-end, the Village's deposits and investments were reported in the basic financial statements in
the following categories:

Governmental Business-Type Fiduciary Total Primary
Activities Activities Funds Government

Cash and cash equivalents $ 1,541,252 § 2,252,665 $ 273,435 $ 4,067,352
Restricted assets 43,741 43,741

$ 1,584,993 § 2,252,665 $§  273.435 $ 4,111,003

The breakdown between deposits and investments is as foilows:

Primary
Government
Bank Deposits (checking and savings accounts, certificates of deposit) $ 439,335
Investments in Securities, Mutual Funds and Similar Vehicles 3,671,665
Petty Cash and Cash on Hand 93
Total $ 4,111,093

The Village's investments are categorized to give an indication of the level of risk assumed by the
Village at year end. Investments are categorized into these categories of credit risk:

1. Insured or registered, or securities held by the Village or its agent in the Village's name;

2. Uninsured and unregistered, with securities held by the counterparty's trust department or agent in
the Village's name; and

3. Uninsured and unregistered, with securities held by the counterparty or by its trust department of
agent but not in the Village's name.
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VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2004

NOTE D - Deposits and Investments (continued)

At year-end, the government's investment balances were categorized as follows:

Reported
Category Amount (Fair
1 2 Value)

Primary Government:

U.S. Government Securities $ $ $ $

Commercial Paper

Repurchase Agreements

Subtotal $ $ $ $
Investment Not Subject to Categorization:

Mutual Funds - Governmental Cash Investment Fund __ 3,671,655
Total Primary Government $ 3,671,655

The mutual funds are not categorized because they are not evidenced by securities that are in physical or
book entry form. Management believes that the investments. of the Village comply with the investment

authority as noted above, and the investment policy of the Village.

Restrictions

Reflected on the balance sheet are restricted cash and cash equivalents detailed as follows:

General Fund
Cash and cash equivalents:

Deposits $25,000
Investments 18,741
$43, 741

The assets of the General Fund are restricted
for police supplies and equipment acquisitions.
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VILLAGE OF FRANKLIN, MICH!GAN

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2004

NOTE E - Capital Assets

Capital asset activity of the primary government for the current year was as follows:

Beginning Ending
Balance Increases  Decreases Balance
Governmental activities:
Capital assets not being depreciated:
Land $ 211,717 § $ $ 211,717
Capital assets being depreciated:
Roads 5,534,493 5,534,493
Storm drainage 597,552 597,552
Building and improvements 942,922 942,922
Land improvements 26,937 26,937
Machinery and equipment 175,076 6,621 181,697
Furniture and fixtures 122, 841 122,841
Vehicles 130,173 21,242 20,140 131,275
Subtotal $7,529.994 $§ 27,863 $ 20,140 $ 7,537,717
Less accumulated depreciation for: -
Roads $ 170,320 $ 221,380 $ $ 391,700
Storm drainage 35,853 14,939 50,792
Building and improvements 30,267 20,280 50,547
Land improvements 4,561 2,694 7,255
Machinery and equipment 118,399 9,780 128,179
Furniture and fixtures 42,264 10,047 52,311
Vehicles 66,225 19,695 15,105 70,815
Subtotal $ 467,889 $ 298,815 ¢§ 15,105 §$ 751,599
Net capital assets being depreciated $ 7,062,105 $ (270,952) ¢ 5,035 $ 6,786,118
Net capital assets $ 7,273,822 §$ (270.952) $ 5,035 $ 6,997,835
Beginning Ending
Batlance Increases  Decreases Balance
Business-type activities:
Capital assets being depreciated:
Sewer system $ 8,512,578 $ 326,902 $ $ 8,839,480
Less accumulated depreciation for:
Sewer system 1,280,359 182,316 1,462,675
Net capital assets $ 7,232,219 $ 144,586 $ $ 7,376,805

Depreciation expense was charged to programs of the primary government as fol lows:

Governmental activities:
General government
Public safety
Public works

Total governmenta! activities

Business-type activities:
Water and sewer

-24-
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VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2004

NOTE F - Interfund Receivables, Payables and Transfers

The following are the interfund receivables at June 30, 2004:

Receivable Fund Pavable Amount
General Fund Trust and Agency Fund $ 1,914
Local Street Fund 1,000
Major Street Fund 5,000
Building Department Fund 6,390
Tax Collection Fund _ 24
Total Genera! Fund $14,328
Special Revenue Funds:
Local Street Fund Major Street Fund 2,776
Fire Fund Tax Co!lection Fund 1,138
Library Fund Tax Collection Fund 585
Total Special Revenue Funds $ 4,499
Debt Service Fund Tax Collection Fund 11,835
Enterprise Fund Building Department Fund 13,750
Agency Fund:
Trust and Agency Fund Building Department Fund 4,000
Total interfund receivabie $48.412

These balances resulted from the time lag between the date that (1) interfund goods and services are
provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting system,
and (3) payments between funds are made.

interfund Transfers

Major

Street
Transfer In Fund
Local Street Fund $83.816

Transfers from the Major Road Fund to the Local Road Fund is allowable under Act 51.

NOTE G - Long-Term Debt

The following is a summary of general fong-term debt of the Village for the year ended June 30, 2004:

General Compensated
Obligation _Absences Total
Balance at July 1, 2003 $ 5,780,000 $ 38,800 $5,818,800
Principal retirements (185,000) (185,000)
Increase in obligation for compensate absenses 200 200
Balance at June 30, 2004 $ 5,595,000 $ 39,000 $5,634,000

The following is a summary of long~term debt transactions of the Village's Enterprise Fund for the year
ended June 30, 2004:

Genera|
Obligation
»Bonds

Balance at July 1, 2003 $5,668,166
Principal retirement (322,099)

Balance at June 30, 2004 $5,346,067
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VILLAGE OF FRANKLIN, MICH!GAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2004

NOTE G - Long-Term Debt (continued):

General Long-Term Debt - Bonds Payable:

On September 8, 1999 bonds in the amount of $1,600,000 were sold for road and drainage improvements. The
proceeds received from the sale of these bonds amounted to $1,584,012. These bonds are part of the voter
approved authorization for road and drainage improvements. Schedule of principal and interest payments
is as follows:

Due
Due September 1 March 1
Year Principal Interest Total interest
2004 $ 75,000 $ 33,734 $ 108,734 $
2005 85,000 32,028 117,028 32,028
2006 95,000 30,051 125,051 30,051
2007 100,000 27,795 127,795 27,795
2008 110, 000 25,295 135,295 25,295
2009 120,000 22,545 142,545 22,545
2010 130,000 19,545 149,545 19,545
2011 140,000 16,295 156,295 16,295
2012 165,000 12,795 167,795 12,795
2013 165,000 8,842 173,842 8,842
2014 180,000 4,635 184,635 4,635
$1,355.000 $ 233,560 $1.588,560 $ .199.826

The bonds bear interest at a rate of 4.2% to 5.1%.

On November 20, 1999 bonds in the amount of $850,000 were sold for the construction of a police station.
The proceeds received from the sale of these bonds amounted to $839,375. These bonds are part of the
voter approved authorization for police station construction. Schedule of principal and interest
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payments is as follows:

Due
Due October 1 April 1
Year Principal interest Total Interest
2004 $ 20,000 $ 21,569 $§ 41,569 $
2005 25,000 21,069 46,069 21,069
2006 25,000 20,444 45,444 20,444
2007 30,000 19,819 49,819 19,819
2008 30,000 19,031 49,031 19,031
2009 35,000 18,244 53,244 18,244
2010 40,000 17,325 57,325 17,325
2011 45,000 16,275 61,275 16,275
2012 45,000 15,082 60,082 15,082
2013 50,000 13,867 63,867 13,867
2014 55,000 12,492 67,492 12,492
2015 65,000 10,966 75,966 10,966
2016 70,000 9,146 79,146 9,146
2017 75,000 7,169 82,169 7,169
2018 85,000 5,031 90, 031 5,031
2019 90,000 2,587 92,587 2,587
$ 785,000 $ 230,116 $1,015.116 § 208,547

The bonds bear interest at a rate of 5.0% to 5.75%.
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VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2004

NOTE G - Long-Term Debt (continued):

General Long-Term Debt - Bonds Payable {continued):

On April 11, 2001 bonds in the amount of $2,000,000 were sold for local road improvements. The proceeds
received from the sale of these bonds amounted to $1,975,009. These bonds are part of the voter approved
authorization for local road improvements. Schedule of principal and interest payments is as follows:

Due
Due QOctober 1 April 1
Year Principal interest Total Interest
2004 $ 55,000 $ 39,123 $§ 94,123 $
2005 70,000 37,954 107,954 37,954
2006 75,000 36,466 111,466 36,466
2007 95,000 34,873 129,873 34,873
2008 110,000 32,830 142,830 32,830
2009 125,000 30,465 155,465 30,465
2010 150, 000 27,778 177,778 27,778
2011 175,000 24,553 199,553 24,553
2012 185,000 20,790 215,790 20,790
2013 225,000 16,500 241,500 16,500
2014 250,000 11,550 261,550 11,550
2015 275,000 6,050 281,050 6,050
$1.800,000 $ 318,932 $2,118,.932 $ 279,809

The bonds bear interest at a rate of 4.25% to 4.40%.

On May 29, 2002 bonds in the amount of $1,700,000 were sold for local road improvements. The proceeds
received from the sale of these bonds amounted to $1,678,750. These bonds are part of the voter approved
authorization for ilocal road improvements. Scheduie of principal and interest payments is as follows:

Due

Due October 1 April 1
Year Principal interest Total interest
2004 $ 55,000 $ 35,542 $ 90,542 $
2005 60,000 34,855 94,855 34,855
2006 75,000 33,955 108,955 33,955
2007 75,000 32,736 107,736 32,736
2008 75,000 31,424 106,424 31,424
2009 80,000 30,018 110,018 30,018
2010 80,000 28,417 108,417 28,417
2011 80,000 26,778 106,778 26,778
2012 90,000 25,077 115,077 25,077
2013 90,000 23,098 113,098 23,098
2014 95,000 21,072 116,072 21,072
2015 100,000 18,888 118,888 18,888
2016 350,000 16,537 366,537 16,537
2017 350,000 8.313 358,313 8,313

$1.655.000 $ 366,710 $2,021,710 $ 331,168

The bonds bear interest at a rate of 2.00% to 4.75%.

Compensated Absences:

Accumulated vacation leave that is expected to be liquidated with expendable available financial
resources is reported as an expenditure and a fund liability of the governmental fund incurring the
liability. Unused vacation leave lapses at the end of an employee's anniversary date. In accordance
with provisions of Statement of Financial Accounting Standards No. 43, "Accounting for Compensated
Absences," no liability is recorded for nonvesting accumulating rights to receive sick pay benefits.
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VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2004

NOTE G - Long-Term Debt (continued):

Enterprise Fund - Bonds Payable:

Schedule of semi-annual principal and interest payments due for the Evergreen-Farmington Sewage Disposal
System Bonds - Permanent Meter and Interceptor Rehabilitation is as follows:

;1 Due

f Due April 1, October 1,
1; Year Principal Interest _Total Interest
i

i 2004 $ $ $ $ 298
i 2005 2,455 298 2,753 255
' 2006 2,376 255 2,631 212
| 2007 2,297 212 2,509 169
1 2008 2,653 169 2,822 117
i 2009 2,970 117 3,087 58

2010 3,316 58 3,374

$ 16,067 $ 1,109 $17.176 § 1,109

The bonds bear interest at a rate of 3.5% to 3.7%.

IOHLES TS

On May 26, 1994 bonds in the amount of $3,850,000 were sold. These bonds are part of the voter approved
authorization. As noted below there was a defeasance of $2,850,000 of this debt during 2003.

On January 29, 2003, the Village issued $2,950,000 in general obligation bonds with an average interest
rate of 3.00% to advance refund $2,850,000 of the outstanding sewer construction bond detailed above with
an average interest rate of 5.66%. The net proceeds of $2,912,437 (after receipt of $36,230 in original
issue premium and payment of $73,793 in underwriting fees, insurance, and other issuance costs) were used
to purchase U.S. government securities. Those securities were deposited in an irrevocable trust with an
escrow agent to provide for all future debt service payments on the sewer construction bond.

- CeiniFIED uBLic X

f On March 1, 2003, the escrow agent paid $2,907,000 (inciuding a cal! premium of $57,000) to retire the
outstanding $2,850,000 sewer construction bond. The remaining $5,437 heid by the escrow agent was
transferred to the Debt Service Fund to cover other incidental issuance costs.

G

The Village advance refunded the sewer construction bond to reduce its total debt service paymenis over
N the next 11 years by $291,290 and to obtain an economic gain (difference between the present vaiue of the
- debt service payments on the old and new debt) of $247,965. Schedule of principal and interest payments
are as follows:

H Due
| Due September 1 March 1
Year Principal Interest Total Interest

2004 $ 235,000 $ 41,972 $ 276,972 $

i 2005 255,000 39,622 204,622 39,622
11 2006 250,000 37,072 287,072 37,072
i 2007 265,000 34,416 299,416 34,416
i 2008 260,000 30,937 290,937 30,937
li 2009 280,000 27,037 307,037 27,037
; 2010 270,000 22,487 292,487 22,487
- 2011 290,000 17,762 307,762 17,762

2012 310,000 12,506 322,506 12,506

2013 325,000 6,500 331,500 6,500

: $2,740,000 § 270,311 $3.010,311 $ 228,339

The bonds bear interest at a rate of 2.00% to 4.00%.
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VILLAGE OF FRANKLIN, MICHIGAN

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE G - Long-Term Debt (continued):

June 30, 2004

Enterprise Fund - Bonds Payable:

On June 6, 1996 bonds in the amount of $1,400,000 were sold for sewer construction. The proceeds
received from the sale of these bonds amounted to $1,382,500.
voter approved authorization for sewer construction.

follows:

These bonds are part of the $6,000,000
Schedule of principal and interest payments are as

Due November 1 Due May 1
Year Principal Interest Total Interest
2004 $§ 65,000 $ 31,359 $§ 96,359 $
2005 70,000 29,734 99,734 29,734
2006 75,000 27,984 102,984 27,984
2007 75,000 26,071 101,071 26,071
2008 75,000 24 121 99,121 24,121
2009 80,000 22,134 102,134 22,134
2010 85,000 19,974 104,974 19,974
2011 90,000 17,636 107,636 17,636
2012 100,000 15,094 115,094 15,094
2013 125,000 12,219 137,219 12,219
2014 150,000 8,625 158,625 8,625
2015 150,000 4,312 154,312 4,312
$1,140,000 $ 239,263 $1.379,263 $ 207,904

The bonds bear interest at a rate of 5.0% to 5.75%.

March 2, 1999 bonds in the amount of $1,500,000 were sold for sewer construction. The proceeds received

from the sale of these bonds amounted to $t1,481,250.
approved authorization for sewer construction.

follows:

Due November 1 Due May 1
Year Principal Interest Total Interest
2004 $ 50,000 $ 31,759 § 81,759 $
2005 50,000 30,734 80,734 30,734
2006 50,000 29,709 79,709 29,709
2007 50,000 28,684 78,684 28,684
2008 60,000 27,659 87,659 27,659
2009 60, 000 26,429 86,429 26,429
2010 85,000 25,199 110,199 25,199
2011 95,000 23,435 118,435 23,435
2012 100,000 21,440 121,440 21,440
2013 100,000 19,340 119,340 19,340
2014 120,000 17,190 137,190 17,190
2015 130, 000 14,550 144,550 14,550
2016 250,000 11,625 261,625 11,625
2017 250,000 5,875 255,875 5,875
$1.450,000 $ 313,628 $1.763,628 $ 281,869

The bonds bear interest at a rate of 4.1% to 4.7%.
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VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONT!NUED)

June 30, 2004

NOTE G - Long-Term Debt (continued):

Annual Debt Requirement:

The annual requirements to amortize all debt outstanding, excluding compensated absences, as of June 30,
2004 as follows:

Fiscal General Long-Term Debt Enterprise Fund
Year Principal Interest Principal Interest

2005 $ 205,000 $ 255,874 $ 352,455 $ 205,776

2006 240,000 246,822 377,376 195,365
2007 270,000 236,139 377,297 184,360
2008 300,000 223,803 392,653 172,226
2009 325,000 209,852 397,970 158, 551
2010 360,000 194,337 423,316 143,376
2011 400,000 176,966 440,000 126,493
2012 440,000 157,645 475,000 107,873
2013 485,000 136,051 510,000 87,099
2014 530,000 112,056 550,000 63,874
2015 580,000 85,653 270,000 44,677
2016 440,000 61,587 280,000 30,487
2017 420,000 41,165 250,000 17,500
2018 425,000 20,513 250,000 5,875
2019 85,000 7,618
2020 90,000 2,587

$5.505.000 $2,168,668 $5.346.067 $1.543.532

NOTE H - Restricted Assets

The balance of the restricted asset account is as follows:

General Fund:
Police equipment $43.741

NOTE { - Retirement Plans

Defined Contribution Plan:

The Village provides pension benefits to its administrator through a defined contribution plan. 1In a
defined contribution plian, benefits depend solely on amounts contributed to the plan plus investment
earnings. As established by negotiation with the Village Administrator, the Village contributes 8% of
employee's gross earnings and employee contributes 10% of earnings.

In accordance with these requirements, the Village contributed $5,824 during the current year and the
employee contributed $7,280.

Deferred Compensation Plan:

The Village offers all Vitlage employees a deferred compensation plan created in accordance with the
internal Revenue Code, Section 457. The assets of the plans were held in trust, (custodial account or
annuity contract) as described in IRC Section 457(g) for the exclusive benefit of the participants
(employees) and their beneficiaries. The custodian thereof of the exclusive benefit of the
participants holds the custodial account for the beneficiaries of the Section 457 pian, and the
assets may not be diverted to any other use. The Administrators are agents of the empioyer for
purposes of providing direction to the custodian of the custodial account from time to time for the
investment of the funds held in the account, transfer of assets to or from the account and all other
matters. In accordance with the provisions of GASB Statement 32, plan balance and activities are not
reflected in the Village's financial statements.
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VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2004

NOTE | - Retirement Plans (continued):

Employee Retirement and Benefit Systems:

The Village is in an agent multipie-empioyer defined benefit pension plan with the Municipal Employees'
Retirement System (MERS). The system provides the foilowing provisions: normal retirement, deferred
retirement, service retirement allowance; disability retirement allowance, non-duty-connected death and
post-retirement adjustments to plan members and their beneficiaries. All Village full-time employees are
eligible to participate in the system. Employees who retire after age 60 with 10 years of credited
service or after age 50 with 25 years of credited service are entitied to a retirement benefit, payable
for life, equal to 2.50% of their 5-year final average compensation (FAC), with a maximum benefit of 80%
of FAC. Vested employees may retire before age 60 and receive reduced retirement benefits. The system
also provides disability benefits to a member who becomes totally and permanently disabled while employed
by the Village and after acquiring 10 or more years of credited service. The service requirement is
waived if the disability is from service connected causes. |f a member or vested former member with 10
or more years of service dies in a non-duty related death before retirement, a monthly survivor aliowance
may be payable. The service is waived in a duty related death. The most recent period for which
actuarial data was available for the fiscal year ended December 31, 2003.

MERS was organized pursuant to Section 12a of Act #156, Public Acts of 1851 (MSA 5.333(A); mcla
46.12(a)), as amended, State of Michigan. MERS is regulated under Act No. 427 of the Public Acts of
1984, sections of which have been approved by the State Pension Commission. MERS issues a pubtlicly
available financial report that includes financial statements and required supplementary information for
the system. That report may be obtained by writing to the MERS at 447 North Canal Street, lLansing,
Michigan 48917.

The obligation to contribute to and maintain the system for these employees was established by
negotiation with the Village employees and requires a contribution from employees of 2 percent of gross
wages. The Village is required to contribute at an actuarially determined rate; the current rate is
0.00% of annual covered payroll for general employees and 12.77% for police employees.

During the fiscal year ended June 30, 2004, the Village's annual pension cost of $47,077 was equal to the
Village's required and actual contributions determined by an actuarial valuation of the plan as of
December 31, 2001. The employer contribution rate has been determined based on the entry age normal cost
funding method. Under the entry age normal cost funding method, the total actuarially determined
contribution requirement is comprised of the normal cost plus the level annual percentage of payroll
payment required to amortize the unfunded actuarial accrued liability over 30 years, less the accelerated
funding credit.

The employer normal cost is, for each empioyee, the level percentage of payroll contribution (from entry
age to retirement) required to accumuiate sufficient assets at the member's retirement to pay for his
projected benefit. Significant actuarial assumptions used include a long-term investment yield rate of 8
percent and annual salary increases of 4.5% based on an age-related scale to reflect merit, longevity,
and promotional salary increases.

Three Year Trend Information for GASB Statement No. 27:

Fiscal Annual Pension Percentage of Net Pension
Period Ended Cost (APC) APC Contributed Obligation
June 30, 2002 § 14,500 100% 0
June 30, 2003 30,933 100% 0
June 30, 2004 47,077 100% 0

Required Supplementary Information for GASB Statement No. 27:

Underfunded
Actuarial (Overfunded) UAAL as A
Actuarial Actuarial Value Accrued Liability AAL Funded  Covered Percentage of
Valuation Date of Assets (AAL) (UAAL) Ratio Payrol | Covered Payrol |
December 31, (a) (b) (b-a)_ (a/b) (c) (b-a)/{(c)
2001 $ 1,613,667 § 1,828,374 $ 214,707 88.3% $682,400 31.5%
2002 1,701,187 2,029,277 328,090 83.8% 756,417 43.4%
2003 1,888,046 2,412,919 524,873 78.2% 824,312 63.7%
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VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2004

NOTE J - Post Retirement Health Care:

The Village provides hospitalization insurance coverage for employees (and their spouses) who retire
under the Michigan Fraternal Order of Police union contract.

The coverage will be the same coverage the empioyee has at the time of retirement with the premium to be
paid one hundred percent (100%) by the Village. Should the employee accept coverage from another source,
the coverage will cease. However, if the alternate source ceases, the retiree wil! be reinstated under
the Village coverage which will be paid for at the above rate.

Should the employee predecease his/her spouse, the surviving spouse will continue to receive the same
penefits. This benefit will cease in the event that he/she remarries, gains employment with coverage or
receives coverage from any other source.

All retirees and their spouses must make application for, and enrol! in, Medicare coverage. The Village-
paid health insurance will remain in effect until each of the retirees and/or their spouses reach the
eligibility age of Medicare. The Village's obligation for health care coverage for the retiree and
his/her spouse ends when the retiree and his/her spouse are eligible for Medicare.

The Village's cost of retiree health care benefits is recognized as an expense in the year
hospitalization insurance coverage applies. No retiree health care costs were incurred by the Village
for the year ended June 30, 2004. :

NOTE K - Lease Obligations:

NOTE L -

The Viliage is obligated under certain leases accounted for as operating leases. Operating leases do not
give rise to property rights or lease obligations, and therefore the results of the lease agreements are
not reflected in the Village's account groups.

The following is a schedule of years of future minimum rental payments required under operating leases
that have initial or remaining noncancelable lease terms in excess of one year as of June 30, 2004:

Year ending

June 30, Amounts
2005 $ 6,956
2006 3,684
2007 2,763

The total rental! expenditures for all operating leases for the year ended June 30, 2004 amounted to
$8,729.

Risk Management:

The Village is exposed to various risks of loss related to property loss, torts, errors and omissions,
employee injuries (workers' compensation), as well as medical benefits provided to employees. The Village
has purchased commercial insurance for health, dental and life claims. The City participates in the Michigan
Municipal Risk Management Authority state poo! for claims relating to property loss, torts, errors and
omissions and participates in the Michigan Municipal League risk pool for claims relating to workers'
compensation. Settled claims relating to the commercial insurance have not exceeded the amount of insurance
coverage in any of the past three years.

The Michigan Municipal League risk pool program operates as a common risk-sharing management program for
jocal units of government in Michigan; member premiums are used to purchase commercial excess insurance
coverage and to pay member claims in excess of deductible amounts.

The Michigan Municipal Risk Management Authority state pool program operates as a common risk-sharing

management program; state pool member premiums are aggregated and used to purchase excess insurance
coverage, some of which is underwritten by the Authority.
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VILLAGE OF FRANKLIN, MICHIGAN

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2004

Reserved Fund Balances:

Fund balances have been reserved for the following purposes:

Police equipment
Prepaid expenses

_33-
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Tax coliections:
Current levy - general .
Property tax administration fee.

interest and penalty on delinquent taxes .

Licenses and permits:
Business licenses and permits.
Cablie T.V. revenues.
Cellular franchise fees.

Federal sources:
Community Development Block Grant.
Police grants.

State sources:
Sales tax. .
Criminal justice tralnlng

Charges for services:
Poiice protection services . .
General and administrative assessment.

Police fines and forfeitures .
Interest on investments.
Other revenue:

Reimbursements .

Sales of fixed assets.

Donations.
Miscellaneous.

Total revenues .

" Expenditures:

General Government:
Village Council:

Viltage Council fees .
Contracted services
Cablecast Board.
Dues and meetings. .
Historic Study Committee .
Public information .
Miscel laneous.
Water. e
Wireless communications.

GENERAL FUND

VILLAGE OF FRANKLIN, MICHIGAN

BUDGETARY COMPARISON SCHEDULE

For the Year Ended June 30, 2004

Variance with
Amended Budget

Original Amended Favorable
Budget Budget Actual (Unfavorable)
$ 695,417 $ 692,184 692,192 $ 8
23,375 21,757 22,122 365
7,237 4,513 4,509 (4)
$ 726,029 $ 718,454 718,823 $ 369
$ 750 $ 750 750 $
30,000 50,000 49,825 (175)
24,000
$ 54,750 $ 50,750 50,575 3 (175)
9,000 9,000 4,226 (4,774)
2,400 4,906 2,506
$ 9,000 $ 11,400 9,182 $ (2,268)
237,000 218,000 221,284 3,284
1,200 1,200 2,212 1,012
$ 238,200 $ 219,200 223,496 $ 4,296
533,230 533,230 537,843 4,613
26,650 58,550 64,300 5,750
$ 559,880 $ 591,780 602,143 $ 10,363
21,700 11,700 11,234 (466)
19,000 7,500 5,752 (1,748)
2,000 7,650 2,650 (5,000)
12,000 3,100 3,054 (46)
100 500 526 26
16,200 2,200 6,819 4,619
$ 30,300 $ 13,450 13,049 $ (401)
$ 1,658,859 $ 1,624,234 1,634,204 $ 9,970
175 175 175
1,200 1,200 1,200
20,000 30,000 30,801 (801)
4,000 2,000 2,023 (23)
800 13,000 12,915 85
2,500 3,500 3,481 19
500 1,100 1,047 53
2,500 11,000 11,077 (77)
9,000 9,509 (509)
$ 31,675 $ 70,975 71,027 $ (52)
-34-
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Administrator:
Salaries .
Group insurance. .o
Life and disability insurance.

Workers compensation insurance .

Retirement contributions .
Payrol | taxes.
Office supplies.

Computer software and supplles .

Accounting and auditing.

Dues and meetings. .
Telephone and communications .
Auto expense .

Eiections.
Legal and related services .

Village Clerk:
Salaries . .
Contracted services.
Group insurance. .
Life and disability insurance.

Workers compensation insurance .

Retirement contributions .
Payroll taxes.
Office supplies.

Computer software and supplnes .

Training .

Accounting and audltlng
Dues and subscriptions .
Tax collection expense .
Insurance and bonds.

Village Hall:
Contracted services. .o
Telephone and communications .
Utilities. R
Repairs and maintenance.

VILLAGE OF FRANKLIN, MICHIGAN

BUDGETARY COMPARIiSON SCHEDULE
GENERAL FUND (CONTINUED)

For the Year Ended June 30, 2004

Variance with
Amended Budget

Other general services administration activities:

Insurance and bonds.

Community Development Block Grant

Refunds and rebates.
Bad debts.
Miscel laneous.

Tota! general government .

Original Amended Favorable

Budget Budget Actual (Unfavorable)
148,800 156,800 155,461 1,339
31,000 32,500 32,468 32

3,000 5,000 2,063 2,937

1,200 1,200 648 552

11,680 6,000 5,923 77

12,100 12,100 12,130 (30)

1,000 4,000 4,155 (155)
26 (26)

1,200 600 715 (115)

720 720 786 (66)

200 200 135 65

1,500 1,435 65

$ 210,900 $ 220,620 215,945 $ 4,875
5,000 2,000 1,891 109
50,000 40,000 42,881 (2,881)

38,110 35,000 33,428 1,572

12,500 8,000 7.558 442

2,400 500 419 81

150 300 283 17

550 550 284 266

1,030

3,000 3,000 2,642 358
1,800 3,500 3,639 (139)

500 500 242 258

250 250 250

1,300 1,100 429 671
150 150 193 (43)

1,300 4,500 2,578 1,922

50 50 50

$ 62,790 $ 57,400 51,694 $ 5,706
20,000 21,000 21,048 (48)
10,000 9,000 9,447 (447)

3,750 4,750 4,298 452

8,000 6,000 5,146 854

$ 41,750 $ 40,750 39,938 $ 812
37,500 36,000 36,185 (185)

9,000 9,000 1,881 7,119
2,601 (2,601)
100 (100)

2,500 3,100 3,07 29

$ 49,000 $ 48,100 43,838 $ 4,262
$ 451,115 $ 479,845 467,215 $ 12,630
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VILLAGE OF FRANKLIN, MiCHIGAN

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND (CONT INUED)

For the Year Ended June 30, 2004

e
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Variance with
Amended Budget

Original Amended Favorable
Budget Budget Actual {Unfavorable)
Public safety:
Police department:
Police salaries. 669,685 677,185 668,813 8,372
Clerical salaries. 25,700 25,700 25,714 (14)
Group insurance. .o 115,000 120,000 120,168 (168)
Life and disability insurance. 13,000 9,000 11,450 (2,450)
Workers compensation insurance . 10,400 14,400 6,888 7,512
Retirement contributions . 48,725 48,725 47,077 1,648
Payroli taxes. 54,150 54,150 54,202 (52)
Contracted services. . 3,500 3,500 3,839 (339)
Office and police supplies . 6,000 7,500 6,032 1,468
Computer software and supplies . 250 250 250
Dues and meetings. 1,500 500 245 255
Training expense . 2,000 2,000 1,730 270
Pistol range expense . 1,000 2,000 1,590 410
Uniform expense. R 6,000 6,000 8,280 (2,280)
Accounting and auditing. 10,500 10,500 8,154 2,346
Legal and related. 3,500 3,500 3,602 (102)
Communication expense. 15,000 16,000 17,127 (1,127)
Central dispatch . 38,110 40,746 37,389 3,357
Insurance and bonds. 10,000 10,000 8,469 1,531
Police car expense . 47,100 52,000 54,803 (2,803)
Utilities. A 8,500 9,500 8,872 628
Repairs and maintenance. 6,620 10,120 13,158 (3,038)
Drug forfeiture expense. 500 500 500
Total public safety. $ 1,096,740 1,123,776 1,107,604 $ 16,172
Community and economic development:
Planning commission:
Ptanning . . 39,100 22,000 23,640 (1,640)
Zoning board of appeals 800 800 602 198
General engineering. 3,500 6,500 7,688 (1,188)
Total community and economic development . $ 43,400 29,300 31,930 $ (2,630)
Capital outlay:
Police department. 25,500 25,500 23,866 1,634
Village hall . A 15,000
Other general services admlnlstratlon activities . 6,600 6,621 (21)
Total capital outlay . $ 40,500 32,100 30,487 $ 1,613
Total expenditures . $ 1,631,755 1,665,021 1,637,236 $ 27,785
Excess of revenues over (under) expenditures . § 27,104 (40,787) (3,032) $ 37,755
Fund balance - July 1, 2003. 587,010 587,010 587,010
Fund balance - June 30, 2004 . $ 614,114 546,223 583,978 $ 37,755
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VILLAGE OF FRANKLIN, MICHIGAN

BUDGETARY COMPARISON SCHEDULE

MAJOR STREET FUND

For the Year Ended June 30, 2004

Variance with
Amended Budget

Original Amended Favorable
Budget Budget Actual (Unfavorable)
' Revenues:
State shared revenues. $ 128,204 $ 148,204 135,264 $ (12,940)
Interest . 10,500 5,000 4,359 (641)
Reimbursements . 600 4,600 2,344 (2,256)
Total revenues . $ 139,304 $ 157,804 141,968 $ (15,836)
© Expenditures:
Road and drain improvements. 1,200 1,200
Road maintenance and supplies. 56,500 89,000 86,705 2,295
Accounting and auditing. 1,600 1,600 1,001 599
Administration . 2,000 5,000 5,004 (4)
Total expenditures . $ 60,100 3 96,800 93,910 $ 2,890
Excess of revenues over (under) expenditures . . $ 79,204 $ 61,004 48,058 $ (12,946)
Other financining sources (uses):
Transfer to Local Street Fund. (90,000) (83,816) 6,184
Total excess of revenues over (under) expenditures
and other financining uses . $ 79,204 $ (28,996) (35,758) $ (6,762)
Fund balance - July 1, 2003. 383,162 383,162 383,162
Fund balance - June 30, 2004 . $ 462,366 $ 354,166 347,404 $ (6,762)
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VILLAGE OF FRANKLIN, MICHIGAN

BUDGETARY COMPARISON SCHEDULE

For the Year Ended June 30, 2004

Revenues:
State sources:
State shared revenues.
Metro Authority.

Interest
Total revenues .
Expenditures:
Road and drain improvements.
Road maintenance and supplies.
Accounting and auditing.
Administration .

Total expenditures .

Excess of revenues over (under) expenditures .

Qther financining sources:
Transfer from Major Street Fund.
Transfer from Municipal Street Fund.

Total other financining sources.

Total excess of revenues over expenditures
and other financining sources.

Fund balance - July 1, 2003.

Fund balance - June 30, 2004 .

LOCAL STREET FUND

Variance with
Amended Budget

Original Amended Favorable
Budget Budget Actual (Unfavorabie)
$ 85,148 99,148 89,965 $ (9,183)
50,000 9,700 9,738 38
$ 135,148 108,848 99,703 $ (9,1458)
1,300 1,400 100
$ 135,148 110,148 101,103 $ (9,045)
84,500 90,500 80,208 10,292
51,000 45,039 5,961
1,500 1,500 1,001 499
1,000 1,000 1,004 (4)
$ 87,000 144,000 127,253 $ 16,747
$ 48,148 (33,852) (26,149) $ 7,703
90,000 83,816 (6,184)
1,000
$ 1,000 90,000 83,816 $ (6,184)
$ 49,148 56,148 57,667 $ 1,519
247,827 247,827 247,827
$ 296,975 303,975 305,494 $ 1,518
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VILLAGE OF FRANKLIN, MICHIGAN

BUDGETARY COMPARISON SCHEDULE
BUILDING DEPARTMENT FUND

For the Year Ended June 30, 2004

Variance with
Amended Budget

Original Amended Favorablie

Budget Budget Actual (Unfavorable)
;fRevenues:
i| Licenses and permits. . . . . . . . . . . .. . ... 8§ 273,300 $ 366,230 $ 386,801 $ 20,571
i
ﬁi Miscellaneous . . . . . . . . . . . .o 27 27
‘i Total revenues. . . . . . . . . . . . ... $ 273,300 $ 366,230 $ 386,828 $ 20,598
| Expenditures:
HooSalaries. . . ... .. 36,663 38,363 36,962 1,401
' Group insurance . . . . . . . ... 12,123 13,823 13,781 42
2 Life and disability insurance . . . . . . . . . . . . 517 517 534 (17)
i Workers compensation insurance. . . . . . . . . . . . 276 4,550 2,030 2,520
I Retirement contributions. . . . . . . . . . . . . . . 2,097
g Payroll taxes . . . . . . . . . . . . . . ... 2,865 2,865 2,890 (25)
. Administrative services . . . . . . . . . . . . . . . 14,400 43,300 43,300
2 Overhead. . . . . ... 12,000 15,000 15,000
2 Supplies. . . . . .. ... 2,879 4,400 3,706 694
a  Computer software and supplies. . . . . . . . . . . . 35 300 200 100
L Dues and meetings . . . . . . . . . . .. 150 500 245 255
¢ Accounting and auditing . . . . . . . . ..o 800 800 429 371
° Legal and related . . . . . .. ... ... 5,089 6,192 6,930 (738)
“ Building inspection fees. . . . . . . . . . . . . .. 164,799 226,322 223,687 2,635
- Telephone and communications. . . . . . . . . . . . . 180 (190)
= Training expense. . . . . . . . . . . ... 2,500 200 30 170
; Insurance and bonds . . . . . . . . . . . . . ... 15,051 15,051 14,885 166
., Repairs and maintenance . . . . . . . . . . . . ... 583 (583)
w Refunds . . . . . .. ..o 15,500 15,430 70
I Miscellaneous . - . . . . .. ... (18,258) 50 327 (277)
H
Zi Total expenditures. . . . . . . . . . . . . . $ 253,988 $ 387,733 $ 381,138 $ 6,595
i
i Excess of revenues over (under) expenditures. $ 19,312 $ (21,503) $ 5,690 $ 27,1893
il
H
‘\Fund balance - July 1, 2003 . . . . . . . . . . . . . . 62,494 62,494 62,494
1‘Fund balance - June 30, 2004. . . . . . . . . . . . . . $ 81,806 $ 40,991 $ 68,184 $ 27,198
i
"
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VILLAGE OF FRANKLIN, MICHIGAN

COMB INING BALANCE SHEET
NON-MAJOR GOVERNMENTAL FUNDS

ASSETS

Cash .

Due from other funds .

Accounts receivable - other.

Total assets .

June 30, 2004

LIABILITIES AND FUND BALANCE

Liabilities:
Accounts payable .

Due to other governments .

Total liabilities.

Fund balance - unreserved.

Total liabilities and fund balance .

Total
Special Non-Ma jor
Revenue Governmental
Funds Funds
$ 82,693 $ 82,693
1,723 1,723
260 260
$ 84,676 $ 84,676
$ 25,855 $ 25,855
1,723 1,723
$ 27,578 $ 27,578
57,098 57,098
$ 84,676 $ 84,676
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VILLAGE OF FRANKLIN, MICHIGAN
COMB INING BALANCE SHEET
NON-MAJOR GOVERNMENTAL FUNDS
SPEC!AL REVENUE FUNDS

June 30, 2004

Garbage Waste
, and Rubbish Water
L Collection Fire Library Management Total
g
" ASSETS
CGash . .. ... s 4,14 8 $ $ 42,079 $ 82,693
" pue from other funds . . . . . . . . . . . .. .. 1,138 585 1,723
I
y Accounts receivable - other. . . . . . . . . . . . 260 260
3
i Total assets . . . . . . . . . .. ... $ 40,614 8§ 1,138 _§ 585 $ 42,339 § 84,676
¢ LIABILITIES AND FUND BALANCE
Q
g
2 Liabilities:
s  Accounts payable . . . . . . . . . .. .. ... § 25,855 $ $ $ $ 25,855
E Due to other governments . . . . . . . . . . . . 1,138 585 1,723
j Total liabilities. . . . . . . . . . . . 3 25,855 $ 1,138 $ 585 $ $ 27,578
é‘Fund balance - unreserved. . . . . . . . . . . . . 14,758 42 339 57,098
% Total liabilities and fund balance . . . $ 40,614 $ 1,138 $ 585 3 42,339 $ 84,676
I
I
aa
i
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VILLAGE OF FRANKLIN, MICHIGAN

COMB INING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

NON-MAJOR GOVERNMENTAL FUNDS

For the Year Ended June 30, 2004

Revenues:
Taxes. .
Local source .
Interest earnings.
Other revenue.

Total revenues .

Expenditures:
Pubtic safety.

Public works:
Sanitation .

Septic inspection.

Culture and recreation .

Total expenditures .

Excess of revenues over expenditures .

Fund balance - Juty 1, 2003.

Fund balance - June 30, 2004 .

42—

Total
Special Non-Major
Revenue Governmental
Funds Funds

$ 529,672 $ 529,672

15,371 15,371
1,769 1,769
30 30

$ 546,842 3 546,842

232,153 232,153
172,083 172,063
18,370 18,370
121,869 121,869

$ 544,455 $ 544,455

$ 2,388 $ 2,388

54,710 54,710

$ 57,098 $ 57,098
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VILLAGE OF FRANKLIN, MICHIGAN
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NON-MAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS

For the Year Ended June 30, 2004

Garbage Waste
and Rubbish Water
Collection Fire Library Management Total
Revenues:
TaxXeS. . . o e e o 8 177,157 $ 230,941 $ 121,574 $ $ 529,672
Local source . L 15,371 15,371
Interest earnings. . . . . . . . . . . .. 793 560 295 121 1,769
Other revenue. . . . . . . . .« .« . o . 30 30
Total revenues . . . . . . . . . . . . ... % 177,980 $ 231,502 $ 121,869 $ 15,492 $ 546,842
Expenditures.
Pubiic safety. . . . . . . . . . . . ..o - 232,153 232,153
Public works:
Sanitation . . . . . . . . . . . . ..o 172,063 172,063
Septic inspection. 18,370 18,370
Culture and recreation . . . . . . . . . . . . . . 121,869 121,869
Total expenditures . . . . . . . . . . . . . $ 172,063 $ 232,153 $ 121,869 $ 18,370 $ 544,455
Excess of revenues over (under) expenditures § 5,917 $ (651) $ - $ (2,878) $ 2,388
Fund balance - July 1, 2003. . . . . . . . . . . . . 8,842 651 45,217 54,710
Fund balance - June 30, 2004 . . . . . . . . . . . ._§ 14,758 $ - $ - $ 42,339 $ 57,098
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December 22, 2004

To the Village Council and Management of
the Village of Franklin, Michigan

In planning and performing our audit of the general purpose financial statements of
the Village of Franklin, Michigan for the year ended June 30, 2004, we considered its
internal control structure in order to determine our auditing procedures for the purpose
of expressing our opinion on the general purpose financial statements and not to provide
assurance on the internal control! structure. However, we noted certain matters involving
the internal control structure and its operation that we consider to be reportable
conditions under standards established by the American Institute of Certified Public
Accountants. Reportable conditions involve matters coming to our attention relating to
significant deficiencies in the design or operation of the internal control structure
that, in our judgment, could adversely affect the Village of Franklin, Michigan's ability
to record, process, summarize, and report financial data consistent with the assertions
of management in the general purpose financial statements.

REPORTABLE CONDITION:

State statute requires that the budget be amended before expenditures exceed the
budgeted amounts. It was noted during the audit that the budget was amended during the
year to comply with the state statute. Despite these amendments the Village had several
budget variances at year end. None of these variances are considered significant. We
recommend that the Village continue to review expenditure and budget amounts and amend
the budget prior to incurring a budget overrun.

OTHER COMMENTS AND RECOMMENDATIONS:

We also noted other conditions, not reportable conditions as defined above, upon
which we offer our comments and recommendations.

During our prior audit we commented on the Village's need to better monitor
old outstanding items. During this year's audit we noted improvement in
this area. We recommend that the Village continue to focus on this area.

We would like to thank the Council for the opportunity to serve as auditors
for the Village, and express our appreciation for the courtesy and cooperation extended
to our staff during the course of our audit.

This report is intended solely for the information and use of the Village
Council, management, and others within the Village administration. However, this report
is a matter of public record, and its distribution is not limited.
Very truly yours,
ayumﬁy/ t-Lyi?lﬁﬁ Pl

J&K/srz Certified Public Accountants






